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6XVWDLQDELOLW\E\GHVLJQWKHVKHOWHUFKDOOHQJH
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DQGLWPHDQVWKDWHGXFDWLRQ
FRXOG EH SRVWSRQHG RU DW OHDVW LQWHUUXSWHG DQG WKDW WKH HFRQRP\ DURXQG WKH QHLJKERXUKRRG FRXOG FROODSVH ,Q
DGGLWLRQ ³LQIRUPDO´ UHEXLOGLQJ FRXOG KDYH GHWULPHQWDO LPSDFWV RQ WKH HQYLURQPHQW DQG UHVRXUFHV LW PD\ GULYH
EXLOGLQJPDWHULDOV DQG ODERXUFRVWVXSDQGSRWHQWLDOO\SXOOTXDOLW\DQG VWDQGDUGVGRZQ7KH VRFLDO VWUXFWXUHVDQG
FXOWXUDOSODFHVDQGSUDFWLFHVWKDWZHUHWKHUHEHIRUHPD\QRWEHDIWHUWKHGLVDVWHU7KHHFRQRPLFVDQGOLYHOLKRRGVRI
WKHIDPLO\FDQEHDIIHFWHGE\WKHQHHGWRUHSODFHWKHIRUPHUKRXVHZKLOHDWWKHVDPHWLPHFRQWLQXHSD\LQJRIIORDQV
SHUKDSVRQ WKHSUHYLRXVKRXVHRUFRQWHQWVEXWQRZEHLQJXQHPSOR\HG7KLVPD\E\QHFHVVLW\UHVXOW LQ³ZRPHQ
DQGFKLOGUHQEHLQJIRUFHGWRZRUNLQGDQJHURXVFRQGLWLRQVWRJDLQLQFRPHDQGIRRGDVRFLDO LPSDFW´:LNLSHGLD
   &RQVHTXHQWO\ WKH ORVV RI KRXVLQJ RU VKHOWHU LV FRQQHFWHG DQG FDQ WULJJHU RWKHU SHUKDSV XQH[SHFWHG
LPSDFWVZHOOEH\RQGWKHVROHORVVRIDKRXVH1RQHWKHOHVVWKHVXVWDLQDEOHGHVLJQRIKRXVLQJVKHOWHUFDQVHHPLQJO\
KDYHWKHRSSRVLWHORQJODVWLQJLPSDFWVDVSRUWUD\HGLQWKHPRYLH³7KH6KHOWHU(IIHFW´SURGXFHGE\WKH,QWHUQDWLRQDO
)HGHUDWLRQ RI WKH 5HG &URVV 5HG &UHVFHQW 6RFLHWLHV ,)5& ,)5&  ,Q WKDW VKRUW YLGHR FKDQJHV VXFK DV
UDLVLQJWKHKRXVHE\VWHSVWUHDWLQJWKHWLPEHUIRUZDWHUIORRGLQJDQGSXWWLQJDFRQFUHWHIORRUXQGHULWKDGGUDPDWLF
DQG SRVLWLYH RXWFRPHV LQ WHUPV RI VDIHW\ VDYLQJV OLYHOLKRRGV ZDWHU DFFHVV KHDOWK DQG ILQDOO\ HGXFDWLRQ DQG D
VFKRROIRUWKHFRPPXQLW\DOEHLWRYHUWKHVXEVHTXHQW\HDUV7KLVLVWKHJRDORIVXVWDLQDELOLW\WKDWFDQEHDFKLHYHG
WKURXJK6E'
6XVWDLQDELOLW\LQGLVDVWHUWRROV
 7KH PDMRU VXVWDLQDELOLW\ WRRO IRU SRVW GLVDVWHU UHFRQVWUXFWLRQ LV 46$1' 4XDQWLI\LQJ 6XVWDLQDELOLW\ LQ WKH
$IWHUPDWKRI1DWXUDO'LVDVWHUV,WLVDVHOIDVVHVVPHQWWRROWRSURPRWHDQGLQIRUPVXVWDLQDEOHDSSURDFKHVWRUHOLHI
UHFRYHU\DQGUHFRQVWUXFWLRQDIWHUDQDWXUDOGLVDVWHU46$1',WVNH\REMHFWLYHVDUH
x 7RJXLGHDQGLQIRUPWKHGHFLVLRQPDNLQJSURFHVVLQDGLVDVWHUDIIHFWHGFRPPXQLW\SURPRWLQJPRUHVXVWDLQDEOH
DSSURDFKHVWRVKHOWHUDQGVHWWOHPHQWDFWLYLWLHV
x 7RSURYLGHDFRRUGLQDWHGIUDPHZRUNIRULGHQWLI\LQJDQGZKHUHUHOHYDQWDVVHVVLQJWKHVXVWDLQDELOLW\RIVROXWLRQV
LQWKHUHOLHIUHFRYHU\DQGUHFRQVWUXFWLRQRIGLVDVWHUDIIHFWHGFRPPXQLWLHV
,WVHWVXSDQDSSDUHQWKROLVWLFDSSURDFKDFURVV³HLJKWFDWHJRULHVZLWKLQZKLFKVXVWDLQDELOLW\LVVXHVUHODWLQJWRWKH
UHFRQVWUXFWLRQRIDVXVWDLQDEOHEXLOWHQYLURQPHQWDUHDVVHVVHG´DVVKRZQLQILJXUHEHORZ

)LJ7KH46$1'$SSURDFK
6RXUFH46$1'ZHESDJH

 ,QWHUHVWLQJO\ WKH 46$1' DSSURDFK LQFOXGHV ³&URVV&XWWLQJ ,VVXHV´ WKDW VKRXOG ³DFKLHYH HQKDQFHG EHQHILW LQ
HDFKRIWKHVHFDWHJRULHV´+RZHYHUDVZLWKPDQ\WRROVLWHVVHQWLDOO\GHYDOXHVGHVLJQDQGKHQFH6E'DQGVXJJHVWV
WKDWLWLVWKHFRRUGLQDWLRQRIVHHPLQJO\³VHWLVVXHV´WKDWZLOOSURGXFHDVXVWDLQDEOHRXWFRPH

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WRDPHUHFKHFNOLVW)RUH[DPSOHZKDWZRXOGWKHFURVVFXWWLQJLVVXHRIUHVLOLHQFHPHDQIRUVKHOWHUDQGFRPPXQLW\
DQGPRUHRYHUKRZZRXOGLWEHPHDVXUHG":KDWDUHOLYHOLKRRGVDVRSSRVHGWRFDVKIRUZRUNSURJUDPPHVDQGKRZ
GRHV RQH EDODQFH WKDW DJDLQVW WKH QHHG IRU VD\ HFRORJLFDO SURWHFWLRQ"7KH V\VWHP WKHQ VHHPV WR IDOO EDFN WR WKH
DSSOLFDWLRQRISUHYLRXVH[HPSODUVZLWKRXWQHFHVVDULO\FKHFNLQJZKHWKHUWKDWFRQWH[WLVUHOHYDQWWRWKHFXUUHQWRQH
 $ PRUH VSHFLILF WRRO DQG DSSURDFK LV 3$66$ 3$66$  3DUWLFLSDWRU\ $SSURDFK IRU 6DIH 6KHOWHU
$ZDUHQHVV,WLV³DSDUWLFLSDWRU\PHWKRGRIGLVDVWHUULVNUHGXFWLRQ'55UHODWHGWRVKHOWHUVDIHW\DQGFDPHIURP
HDUOLHUZRUNLQ WKH:DWHUDQG6DQLWDWLRQVHFWRURIKXPDQLWDULDQDLG,WVDLPLV WRGHYHORSORFDOFDSDFLW\ WRUHGXFH
VKHOWHUUHODWHGULVNE\UDLVLQJDZDUHQHVVWKURXJKWKHLGHQWLILFDWLRQRIULVNVDQGYXOQHUDELOLWLHVZLWKLQWKHFRPPXQLW\
DQGWKHVXEVHTXHQWGHYHORSPHQWRIVWUDWHJLHVWRFRXQWHUWKHVHULVNVDQGYXOQHUDELOLWLHV7KHDSSURDFKLVVHHPLQJO\
VWUDLJKW IRUZDUG KRZHYHU LWV DSSOLFDWLRQ FDQ EH SURWUDFWHG RYHU PDQ\PRQWKV RU HYHQ \HDUV 6XFK SDUWLFLSDWRU\
PHWKRGVVHHPWREHEDVHGRQWKHEHOLHIWKDWHYHU\ERG\LQDJURXSKDVNQRZOHGJHDQGLGHDVWRFRQWULEXWHDQGWKDWWKH
VROXWLRQVWRVKDUHGSUREOHPVFDQEHIRXQGE\SHRSOHZRUNLQJWRJHWKHUHIIHFWLYHO\$JDLQLQSUDFWLFHWKLVPD\QRWEH
WKHFDVHDQGWKRVHYROXQWHHULQJWREHSDUWRI3$66$PD\KDYHRWKHUSHUVRQDOIDPLO\RUQHLJKERXUKRRGJRDOVRWKHU
WKDQQHFHVVDULO\ ILQGLQJD VWUDWHJ\ IRU D ³VKDUHGSUREOHP´1RQHWKHOHVV LW FDQSURGXFHPDVWHUSODQVDQG LGHQWLI\
XQH[SHFWHGLVVXHVZLWKLQWKHFRPPXQLW\WKDWPD\QRWKDYHEHHQUHDGLO\IRXQGRWKHUZLVHKRZHYHUWKHUHFDQEH
XQH[SHFWHG FRVWV DQG VODQWLQJRI VXFK VWUDWHJLHVZKHQ WKH\ DUHDSSOLHG)RU H[DPSOH RQHXQGRFXPHQWHG VWUDWHJ\
UHFRPPHQGHGE\DFRPPXQLW\LQ3RUWDX3ULQFH+DLWLZDVIRUDFDUGJDPEOLQJFRPSHWLWLRQ+RZHYHUWKDWDVLGHLW
GRHVQRWVWDUWZLWKWKHIUDPHZRUNDVVXPSWLRQVWKDW46$1'GRHVEXWOHWVWKHPHPHUJHIURPWKHHQJDJHPHQWRIWKH
FRPPXQLW\
 7KH7DONWRWKH%XLOGLQJV7%DSSURDFK3RWDQJDURDLVSHUKDSVRQHRIWKHIHZDSSURDFKHVWKDWVHHNVD
³GHVLJQ´ FRPSRQHQW 7% LV D SURFHVV WKDW PDSV WKH DUFKLWHFWXUDO SDWWHUQV WKDW RVWHQVLEO\ PDNHV D KRXVH D
KRPH«DQG E\ GRLQJ WKDW DFKLHYH WKH VXVWDLQDELOLW\ DQG ³LQWHUJHQHUDWLRQDO FRQQHFWLRQ´ GLVFXVVHG HDUOLHU ,W ZDV
GHYHORSHG IURP ZRUN E\ &RRSHU &RSSHU  DQG %UDQG %UDQG  DQG LV JURXQGHG LQ WKH 3DWWHUQV RI
$OH[DQGHU$OH[DQGHUHWDODQGPRUHUHFHQWO\-DFREVRQ-DFREVRQHWDO
 7KHRULJLQDO3DWWHUQVVXJJHVWHGE\$OH[DQGHUHWDOLQZHUHWULPPHGEDFNWRZKDW-DFREVRQHWDOZKR
ZDVSDUWRI$OH[DQGHU¶VWHDPLQGHVFULEHVDVWKH(VVHQWLDO3DWWHUQV³WKDWIRUPWKHHVVHQFHRIKRPH´7KH\
VXJJHVWHGWKDW³ZKLOHLWVHHPVWRXVWKDWWKHRULJLQDOQRWLRQ±WKDWJRRGKRXVHVDUHPDGHRIGHHSWUDGLWLRQDOSDWWHUQV
JURXQGHG LQ KXPDQ H[SHULHQFH LV VWLOO YDOLG SUDFWLFH KDVPDGH XV UHDOL]H WKDW WKH UHDOO\ FUXFLDO SDWWHUQV DUH IDU
IHZHULQQXPEHUWKDQZHKDGSUHYLRXVO\WKRXJKWDQGWKDWWKLVVPDOOHUJURXSRISDWWHUQVLVPRUHSRZHUIXOWKDQZH
KDGSUHYLRXVO\ LPDJLQHG´7KH\JRRQ WRVWDWH WKDW³:KLOH WKHUHPD\EHPDQ\GR]HQVHYHQKXQGUHGVRISDWWHUQV
WKDWJRLQWRWKHPDNLQJRIKRPHVWKHUHLVRQO\DKDQGIXOWKDWZHQRZVD\DUHHVVHQWLDO´7KHVHDUHWKHSDWWHUQV
WDEXODWHGEHORZWKDWIRUPVWKHEDVLVRIWKH7%$SSURDFK

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
 7KHWKUHHWRROVRSHUDWHDWGLIIHUHQWVFDOHVWLPHOLQHVFRRUGLQDWLRQOHYHOVIRFXVDQGGHVLJQ46$1'KDVDEURDG
RYHUDOO FRRUGLQDWLRQ RI WKH FRPPXQLW\ DQG RXWVLGH DJHQFLHV DSSURDFK ZKLOH 3$66$ KDV D VHHPLQJO\ QHXWUDO
FRPPXQLW\SDUWLFLSDWLRQIRFXV%RWKWDNHWLPH$QGWKHQWKHUHLVWKHLQGLYLGXDOIDPLO\DQGGHVLJQIRFXVRI7%WKDW
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 +RZHYHU WKH LVVXH LV RQH RI PHWKRGRORJ\ <LQ \LQ  FRPPHQWV WKDW ³,Q JHQHUDO FDVH VWXGLHV DUH WKH
SUHIHUUHG VWUDWHJ\ZKHQ KRZ RU ZK\TXHVWLRQV DUH EHLQJSRVHGZKHQ WKH ,QYHVWLJDWRU KDV OLWWOH FRQWURO RYHU
HYHQWVDQGZKHQWKHIRFXVLVRQDFRQWHPSRUDU\SKHQRPHQRQZLWKLQVRPHUHDOOLIHFRQWH[W6XFKH[SODQDWRU\FDVH
VWXGLHV DOVR FDQEH FRPSOHPHQWHGE\ WZRRWKHU W\SHVH[SORUDWRU\ DQGGHVFULSWLYH FDVH VWXGLHV5HJDUGOHVVRI WKH
W\SH RI FDVH VWXG\ LQYHVWLJDWRUV PXVW H[HUFLVH JUHDW FDUH LQ GHVLJQLQJ DQG GRLQJ FDVH VWXGLHV WR RYHUFRPH WKH
WUDGLWLRQDOFULWLFLVPVRIWKHPHWKRG´
 2QHRIWKHVHLVWKHFDXVDOLW\FDSDFLW\RIDFDVHVWXG\)RUH[DPSOHDVFLHQWLILFH[SHULPHQWLVVHWXSWRGHWHUPLQH
VXFK FDXVDOLW\ E\ EHLQJ UHSHDWHG EXW XQGHU GLIIHULQJ FRQGLWLRQV &DVH VWXGLHV E\ WKHLU QDWXUH VHHPLQJO\ FDQQRW
+RZHYHU*URDWDQG:DQJ*URDW	:DQJDUJXHWKDWFDVHVWXGLHVFDQDQGDUH³H[SODQDWRU\GHVFULSWLYHDQGRU
H[SORUDWRU\´DQGEDFNWKLVXSZLWKVHYHUDOH[DPSOHV,QDGGLWLRQWKHFDVHVWXGLHVDUHFRXSOHGWRWKH3($6DSSURDFK
+DPGLWKDWKDVDORJLFDOFDXVDOSDWKIURPZKDWZHDUHSURYLGLQJWKURXJKWRVXVWDLQDELOLW\DQGWKLVKDYHEHHQ
LQFOXGHGDWWKHVWDUWRIHDFKFDVHVWXG\
 7KHTXHVWLRQSRVHG DW WKH VWDUWZDVKRZ³GRLQJ VRPHWKLQJ WRGD\´ FRXOG EH OLQNHG WR ³VXSSRUWLQJ WRPRUURZ¶V
JHQHUDWLRQ´ DQG WKH VXJJHVWLRQZDVE\XVLQJ D6E'DSSURDFK DQG WKLV LV H[SORUHG LQ WKH IROORZLQJ VHOHFWHG FDVH
VWXGLHV
&DVHVWXG\+DLWLKRXVHGHVLJQ'HOPDV
7DEOH&DVHVWXG\GDWD
'LVDVWHU 3RUWDX3ULQFH+DLWLIROORZLQJWKH-DQXDU\(DUWKTXDNH
33URYLGLQJ ,QIRUPDOVHWWOHPHQWKRXVLQJ
((QDEOLQJ (DUWKTXDNHVWUHQJWKDQGFRPPXQLW\HQJDJHPHQW
$7KHFDSDFLW\WREHDGDSWLYH :DOOOD\RXWGHWHUPLQHGE\RFFXSDQWV1RWHWKDWWKHZDOOVFRXOGEHWDNHQRXWDQGUHORFDWHGDQGVR
ORQJDVWKHVWUXFWXUDO³/´FROXPQVZHUHPDLQWDLQHGZRXOGKDYHWKHUHTXLUHGFRGHVHLVPLFORDGLQJ
FDSDFLW\
67KHFDSDFLW\WRVXVWDLQ 6XVWDLQDELOLW\E\GHVLJQVSDWLDOO\VHLVPLFDOO\DQGE\FRPPXQLW\HQJDJHPHQWLQWHUPVRIZDOO
OD\RXWDQGXVDJHIRUH[DPSOHDVDVKRS1RWHWKDWLWKDGEHHQGHVLJQHGDQG³LQYLWHG´WKHKRXVH
RFFXSDQWVWRILOOLQWKHQGIORRUIRUHLWKHUUHQWLQJRUIRURWKHUIDPLO\PHPEHUV

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 $ VKDOORZ HDUWKTXDNH KLW 3RUW DX 3ULQFH+DLWL MXVW EHIRUH VXQVHW RQ WKH  -DQXDU\  7KH LPSDFWV ZHUH
GHYDVWDWLQJ ZLWK D UHSRUWHG  GHDWKV ZLWK VRPH YDULDQFH EHWZHHQ GLIIHUHQW HVWLPDWHV DQ HVWLPDWHG WKUHH
PLOOLRQSHRSOHZHUHDIIHFWHGDQGUHVLGHQFHVDQGFRPPHUFLDOEXLOGLQJVFROODSVHG:LNLSHGLD
 'LIIHUHQWDLGDJHQFLHVZHUHWKHQLQYROYHGLQGLIIHUHQWJHRJUDSKLFDODUHDVWKURXJKRXWWKHFLW\DQGWKLVFDVHVWXG\
FRQVLGHUV RQH DJHQF\¶V VKHOWHU UHVSRQVH LQ WKH VXEXUERI'HOPDV 7KLV LV DQ XUEDQEDVHG LQIRUPDO VHWWOHPHQW
FRQVLVWLQJRIDQGVWRUH\KRPHVW\SLFDOO\EXLOWLQFRQFUHWHEORFNRUPDVRQU\
 $7%VWXG\ZDVFRQGXFWHGDQGWKHFRQFOXVLRQVIURPKRXVHVXUYH\VZHUHDVIROORZV
x 7KHGRPLQDQWVSDWLDOVRFLDODUHDZDVWKHVSDFHLPPHGLDWHO\LQVLGHWKHKRXVHIROORZHGE\WKHNLWFKHQWKHGLQLQJ
DQGEHGURRPHTXDOUGDQGILQDOO\WKHDUHDLPPHGLDWHO\RXWVLGH
x 7KHPRVWFRPPRQO\VHHQ3DWWHUQZDVIROORZHGE\DQGLQWKDWRUGHU
x 7KHOHDVWVHHQZDV3DWWHUQIROORZHGE\DQGLQWKDWRUGHU
x 7KHDUHDLPPHGLDWHO\RXWVLGHQHHGVWRDGGUHVV3DWWHUQVDQG
x 7KHDUHDLPPHGLDWHO\LQVLGHQHHGVWRDGGUHVV3DWWHUQ
x 7KHGLQLQJDUHDQHHGVWRDGGUHVV3DWWHUQVDQG
x 7KHNLWFKHQDUHDQHHGVWRDGGUHVV3DWWHUQVDQG
x 7KHEHGURRPQHHGVWRDGGUHVV3DWWHUQVDQG
 ([DPSOHVRIWKHVHDUHVKRZQLQILJXUHDWRGEHORZ

)LJD([DPSOHVRI3DWWHUQVDQGLQ'HOPDV,PPHGLDWHO\2XWVLGH

  

)LJE([DPSOHVRI3DWWHUQVDQGLQ'HOPDV,PPHGLDWHO\,QVLGH

  
)LJF([DPSOHVRI3DWWHUQVDQGLQ'HOPDV

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   
)LJG([DPSOHVRI3DWWHUQVLQ'HOPDV

 7KH PDMRU RXWFRPH IURP WKLV DQDO\VLV ZDV WKH VRFLDO DQG WKHUHIRUH WKH GHVLJQ LPSRUWDQFH RI WKH DUHD
LPPHGLDWHO\LQVLGHWKHKRXVH+HQFHWKHWZRIURQWFROXPQVRIWKHSURSRVHGKRXVHGHVLJQZHUHPRYHGPHWUHV
WKXVFRPSOHWHO\IUHHLQJWKHIURQWDUHDVKRZQE\WKHDUURZVRQILJXUHEHORZ7KLVFUHDWHGDSRVVLEOHIURQW³SRUFK´
DVKRSRUDQDGGLWLRQDOURRP



)LJ,VRPHWULFDQGJURXQGIORRUSODQRIWKHSURSRVHGQHZKRXVH

 7KHVXJJHVWHGGHVLJQLVDWZRVWRUH\VWUXFWXUHRIIRRWSULQWVL]H[PHWUHVJLYLQJDQDUHDRIPQRWH
GLPHQVLRQV VKRZQRQ WKHSODQV DUH WR FHQWUH OLQHV ,W LV HVVHQWLDOO\EXLOW LQPPUHLQIRUFHG FRQFUHWHEORFNRU
PDVRQU\,WLVVXSSRUWHGDQGEUDFHGE\³/´VKDSHGFROXPQVWKDWDUHPP[PPEORFNPRGXOHVLQHDFK
GLUHFWLRQ7KHILUVWIORRULVDFRQFUHWHVODEZLWKFRQFUHWHEORFNLQILOOZKLFKLVWKHQRUPIRU3RUWDX3ULQFHZKLOHWKH
JURXQGIORRULVDQRQVWUXFWXUDOFRQFUHWHVFUHHGFDVWRQEDFNILOOPDWHULDO7KHUHDUHFRQFUHWHEORFNEHDPVDWERWK
ILUVWDQGURRIOHYHOVDQGDPPGHHSIRXQGDWLRQEHDP$QDFFHVVKROHKDVEHHQDOORZHGLQWKHIURQWIRUDVWHHO
ODGGHUVWDLUFDVHZKLFKLVDOVRWKHQRUPLQ'HOPDV&RVWVZHUHDURXQG86'XSWRWKHILUVWIORRUOHYHODQG
86' XS WR WKH URRI OHYHO RU P86' FRPSDUHG WR P IRU FRPSDUDEOH KRXVLQJ EXW LQFOXGLQJ
ZDOOV
 %XWFRXOGVXFKDKRXVHVXSSOLHGZLWKRXWZDOOVZKLFKZRXOGEHGHWHUPLQHGE\WKHEXLOGLQJRFFXSDQWV+DYHWKH
SRWHQWLDO WR ³EOHQG´ LQWR'HOPDV " )LYH GLIIHUHQW SHUVSHFWLYHVZHUH FRPSOHWHG LQ ILJXUH  EHORZ VKRZLQJ WKH
IROORZLQJ
x 7KHKRXVHZLWKWKHWRSOHYHOQRW\HWGHYHORSHGIURQWSRUFKJULOOHGLQ
x 7KHIURQWSRUFKRSHQRQWKHORZHUOHYHODQGJULOOHGLQRQWKHXSSHURQH
x 7KHIURQWSRUFKJULOOHGRQERWKOHYHOV
x 7KHIURQWSRUFKFORVHGLQRQWKHJURXQGOHYHOEXWRSHQRQWKHXSSHURQH1RWHGLIIHUHQWHQWU\
 7KHRQO\UHDOSRLQWVRIDUWLVWLFOLFHQVHZHUHWKDWWKHIRXQGDWLRQVIRUILUVWIRXUDUHWRRORZDQGVKRXOGEHPRUHOLNH
WKHWKH[DPSOHWKHVDIHW\ZDOOLVQRWVKRZQLQWKHVWWKHVWDLUFDVHLVQRWVKRZQLQWKHQGDQGUGDQGVHHPLQJO\DOO
DUHRQFRUQHUVLWHV1HYHUWKHOHVVWKHKRXVHVYLVXDOO\DSSHDUWRVLWZHOOLQWKH'HOPDVFRQWH[W
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


)LJ$QDUWLVW¶VLPSUHVVLRQVRIWKHKRXVH
&DVHVWXG\URRILQJDVVLVWDQFHLQ7KH3KLOLSSLQHV
7DEOH&DVHVWXG\GDWD
'LVDVWHU 7\SKRRQ+DL\DQ<RODQGD1RY
33URYLGLQJ 6KHOWHUPDWHULDOVDQGLQSDUWLFXODU
((QDEOLQJ &RQVWUXFWLRQRIWUDQVLWLRQDOKRXVLQJ
$7KHFDSDFLW\WREHDGDSWLYH 5RRILQJLVUHDGLO\WUDQVIHUDEOHDQGWUDQVSRUWDEOHEXLOGLQJLWHPRIKLJKYDOXH
67KHFDSDFLW\WRVXVWDLQ 6XVWDLQDELOLW\E\DSSURSULDWHPDWHULDOVHOHFWLRQ0RUHRYHUURRILQJLVV\QRQ\PRXVZLWKVKHOWHU

 3HRSOHDIIHFWHGE\7\SKRRQ<RODQGDKDGVKHOWHURSWLRQVDYDLODEOHWRWKHPWKDWZHUHDVIROORZV
x 6WD\ZLWKIDPLO\
x 0RYHLQWRDQHYDFXDWLRQFHQWUH
x *REDFNWRWKHLUKRPH
 7KH HPHUJHQF\ VKHOWHU DVVLVWDQFH SURYLGHG FRQVLVWHG RI WDUSV WHQWV DQG VKHOWHU NLWV 7KLV LV TXLWH QRUPDO DQG
VWDQGDUG%XWDIWHURQHPRQWKWKHUHDFWLRQIURPWKRVHEHLQJDVVLVWHGDQGWKHREVHUYDWLRQVLQWKHILHOGZDVWKDWWKH
VKHOWHU DVVLVWDQFH VKRXOG LQFOXGH FRUUXJDWHG JDOYDQLVHG LURQ FJL URRILQJ +RZHYHU FJL LV D WUDQVIHUDEOH DQG
WUDQVSRUWDEOHVKHOWHULWHPRIKLJKYDOXHDQGWKHDJHQF\LQYROYHGQHHGHGWRKDYHVRPHEDVLVIRUWKLVDVWKH\ZRXOGEH
WKHILUVWDQGLWZRXOGSUREDEO\PHDQWKDWRWKHUDJHQFLHVZRXOGQHHGWRIROORZ
 $4XDOLW\ RI/LIH 4R/ WRRO FDOOHG WKH'$66 '$66  /RYLERQG ZDV XVHG LQ/H\WH RQ 
'HFHPEHU  WR DVFHUWDLQ ZKHWKHU LW ZDV WKH ³ULJKW´ WLPH DQG DOVR EHFDXVH LW ZDV SRVVLEOH WR FKHFN DQG
SRWHQWLDOO\SULRULWLVHWKHYXOQHUDELOLW\FULWHULD$OWRJHWKHU'$66VXUYH\VZHUHFRPSOHWHG
 7KHDYHUDJHYDOXHVIRUWKHWKUHHVHOIUHSRUWLQJVFDOHVZLWKLQWKH'$66DQGWKHLUVHYHULW\FKDUDFWHULVDWLRQZHUH
DVIROORZV
x 'HSUHVVLRQFKDUDFWHULVHGDV0RGHUDWH
x $Q[LHW\FKDUDFWHULVHGDV([WUHPHO\6HYHUH
x 6WUHVVFKDUDFWHULVHGDV0RGHUDWH
 7KHVHVXJJHVWWKDWHYHQE\WKH'HFHPEHUMXVWRYHUPRQWKVLQFHWKH1RYHPEHU7\SKRRQGLVWULEXWLRQRI
FJLZRXOG KDYH EHHQ DSSURSULDWH ³'HSUHVVLRQ´ D IL[DWLRQ DERXW WKHZD\V WKLQJVZHUH EHIRUH WKH W\SKRRQZDV
PRGHUDWHZKLOHDQ[LHW\FRQFHUQDERXWWKHIXWXUHDQGKRZWKH\PD\VXUYLYHZDVDWDQH[WUHPHO\KLJKOHYHO3HRSOH
DIIHFWHG E\ GLVDVWHU LQLWLDOO\ GLVSOD\ KLJKHU 'HSUHVVLRQ YDOXHV FRPSDUHG WR $Q[LHW\ ZKLFK LV UHYHUVHG DV WKRVH
DIIHFWHGVWDUWWRVHHNORQJHUWHUPVROXWLRQVDQGWKHIXWXUHDQGKHQFHWKHLUFDOOVIRUFJL7KLVZDVVHHPLQJO\ERWK
DUDSLGFKDQJHDQGDUHVLOLHQWFRPPXQLW\UHVSRQVHFRQILUPLQJWKHLUFDOOVDQGRXUREVHUYDWLRQV
 7KH DQDO\VLV RI WKH'$66 VXUYH\ IXUWKHU VXJJHVWV WKDW IHPDOHVZHUHPRUH DIIHFWHG WKDQPDOHV VHH WDEOH 
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EHORZ7KLVLVQRWWRVXJJHVWWKDWEHLQJDIHPDOHLVD³YXOQHUDELOLW\´EXWWKH\ZHUHQRQHWKHOHVVRQHVHYHULW\OHYHO
KLJKHUDFURVVRIWKH'$66VFDOHV+HQFHWKH\VHHPHGWRKDYHEHHQPRUHLPSDFWHGWKDQWKHPDOHVDQGSHUKDSV
VKRXOGEHILJXUHPRUHLQDQ\FJLDQGDQ\IXWXUHVKHOWHULQLWLDWLYHV

7DEOH&KDUDFWHULVDWLRQRI'$66GDWDEDVHGRQWKHVHYHULW\WDEOHVE\JHQGHU
 )HPDOHV 0DOHV
'HSUHVVLRQ PRGHUDWH PRGHUDWH
$Q[LHW\ H[WUHPHO\VHYHUH VHYHUH
6WUHVV PRGHUDWH PLOG
 ,QWHUHVWLQJO\WKHLPSDFWRIWKHW\SKRRQDSSHDUVWRKDYHEHHQVSUHDGDFURVVWKHDJHJURXSLQJVVXUYH\HGVHHWDEOH
EHORZ7KLVLVQRWXVXDOO\WKHFDVHDQGRIWHQRQHDJHJURXSZLOOVWDQGRXWIURPRWKHUV7KDWZDVQ¶WWKHFDVHKHUH

7DEOH&KDUDFWHULVDWLRQRI'$66'DWD%DVHGRQWKH6HYHULW\7DEOHVE\$JH
 'HSUHVVLRQ $Q[LHW\ 6WUHVV
/HVVWKDQ\HDUV PRGHUDWH H[WUHPHO\VHYHUH PRGHUDWH
\HDUV PRGHUDWH H[WUHPHO\VHYHUH PRGHUDWH
\HDUV PRGHUDWH H[WUHPHO\VHYHUH PRGHUDWH
\HDUV PRGHUDWH H[WUHPHO\VHYHUH PRGHUDWH
 7KHGDWDZDVWKHQVSOLWLQWRWZRJURXSVWKRVHZLWKD³VHYHUH´UDWLQJRUKLJKHURQWKHDQ[LHW\VFDOHZHUHJURXSHG
DV³8QKDSS\´ZKLOHWKRVHZLWKDPRGHUDWHUDQNLQJRUEHORZZHUHJURXSHGDV³+DSS\´7KHVHQVLWLYLW\RIWKLVFXW
RIIDJDLQVWWKHILQGLQJVEHORZZDVFKHFNHGDQGIRXQGWREHLQVLJQLILFDQW
 7KHYXOQHUDELOLW\IDFWRUVEHORZXVHGE\WKHDJHQF\ZHUHDVIROORZV
x 1RRIKRXVHKROG++PHPEHUV
x 1RRIFKLOGUHQEHORZ
x )++)HPDOHKHDGRI+RXVHKROG
x 3:'3HRSOHZLWKGLVDELOLWLHV
x (OGHUO\
x 3/:3UHJQDQWDQG/DFWDWLQJ0RWKHU
 7KHVHZHUHWKHQUDQNHGDJDLQVWWKHDYHUDJHGDQ[LHW\IRUWKH³8QKDSS\´JURXS7KH\ZHUHWKHQFRPSDUHGWRWKH
³+DSS\´JURXSIRUDVHFRQGDU\FRQILUPDWLRQZKLFKLVWDEXODWHGLQWDEOHEHORZ7KHRUHWLFDOO\WKHUDQNLQJVLQWKH
8QKDSS\JURXSVKRXOGEHWKHUHYHUVHRIWKH+DSS\RQH

7DEOH3ULRULWLVDWLRQRIWKH$JHQF\¶VYXOQHUDELOLW\FULWHULDDQGVXJJHVWHG:HLJKWLQJ)DFWRUV
$&&25'&ULWHULD 1XPEHU ³8QKDSS\´
5DQNLQJ
³+DSS\´
5DQNLQJ
&DOFXODWHG
:HLJKWLQJ
)DFWRU
6XJJHVWHG
:HLJKWLQJ
)DFWRUV
1RRI++PHPEHU     
1RRIFKLOGUHQEHORZ
     
)++ )HPDOH KHDG RI
+RXVHKROG

    
3:' 3HRSOH ZLWK
GLVDELOLWLHV     
(OGHUO\     
3/: 3UHJQDQW DQG
/DFWDWLQJ0RWKHU

    
,QFRPH     

 7KHKLJKHVWUDQNLQJRI3:'VKRXOGEHWHPSHUHGE\WKHWKLQQHVWRIWKHGDWDZLWKWKHUHEHLQJRQO\FDVHVZLWKLQ
WKH³8QKDSS\´GDWDGLYLVLRQ&HUWDLQO\3:'FRXOGDQGZLOOEHDVLJQLILFDQWIDFWRULQWHUPVRID++IDPLOLHVRYHUDOO
³YXOQHUDELOLW\´RQFHPRUHGDWDKDVEHHQFROODWHG1H[WDUHFKLOGUHQXQGHUDQGWKH(OGHUO\7KHQ)++UDQNHGWK
ZKLFKVHHPVLQWXLWLYHO\ORZDQGWKHQWKHQXPEHURIIDPLO\PHPEHUVZKLFKZKLOHEHLQJUDQNHGWKIRU8QKDSS\LV
UDQNHGLQWHUHVWLQJVWIRU+DSS\7KXVIRUWKRVH++ZLWKDORZTXDOLW\RIOLIHLWLVDSSDUHQWO\VHHQDVKDYLQJDORZ
LPSDFWZKLOHIRU+DSS\RQHVLWLVUDQNHGVW$QGILQDOO\3/:
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 %XWZKDW DERXWZKHQ WKHUH LVPRUH WKDQRQHRI WKHVH IDFWRUV LQ D++IDPLO\ VXFK DV D ODUJH KRXVHKROGZLWK
FKLOGUHQEHORZDQG3/:"7RDVVLVWLQWKDWDQGDOVRLQWKHUDSLGVHWWLQJXSRIWDUJHWLQJVSUHDGVKHHWVWKHDQDO\VLV
ZHQWRQHVWHSIXUWKHUDQGGHULYHGZHLJKWLQJIDFWRUV7KHVHZHUHEDVHGRQGLYLGLQJWKHDQ[LHW\IDFWRUVIRU8QKDSS\
DQG+DSS\ DQG DUH OLVWHG LQ ³&DOFXODWHG:HLJKWLQJ )DFWRUV´ LQ 7DEOH  DERYH 7KH 3:' IDFWRUZDV DUELWUDULO\
DPHQGHGWRSURGXFHWKHVXJJHVWHGIDFWRUVDQGUDQJHVJLYHQLQ³6XJJHVWHG:HLJKWLQJ)DFWRUV´7KHLPSRUWDQFHRI
WKHVH LV WKDW WKH\ FDQ EH DXWRPDWLFDOO\ LQFRUSRUDWHG LQWR WKH $JHQF\¶V H[LVWLQJ GDWD EDVHV DQG FRQVHTXHQW
SULRULWL]DWLRQRIDIIHFWHGIDPLOLHVLIWKDWLVZKDWLVVHHQDVEHLQJDSSURSULDWHFDQEHUHDGLO\DFKLHYHG
&DVHVWXG\ZLQWHULVDWLRQLQ$IJKDQLVWDQ
7DEOH&DVHVWXG\GDWD
'LVDVWHU )ORRGLQJLQWKH1RUWKRI$IJKDQLVWDQ$SULO0D\
33URYLGLQJ 7KHZLQWHUVKHOWHU
((QDEOLQJ 7RJHWDVPDQ\IDPLOLHVDVSRVVLEOHWKURXJKWKHZLQWHUIURP'HFHPEHUWR)HEUXDU\E\
SURYLGLQJVKHOWHUDVVLVWDQFHDQGDVVRFLDWHGQRQIRRGLWHPV
$7KHFDSDFLW\WREHDGDSWLYH $GDSWVWUDWHJLHVDQGUHVRXUFHVWRJLYHDEHVWILWIRUWKHLGHQWLILHG³JDS´
67KHFDSDFLW\WRVXVWDLQ 6XVWDLQDELOLW\WKURXJKFRRUGLQDWLRQLGHQWLILFDWLRQRIWKH³JDS´WKDWIUDPHVWKH³SUREOHP´

 $IJKDQLVWDQ LV VXEMHFWHG WR DQQXDO IORRGLQJ IROORZLQJ WKH ZLQWHU WKDZ +RZHYHU WKH IORRGV LQ WKH 1RUWK RI
$IJKDQLVWDQLQ$SULO0D\ZHUHPRUHVHYHUHWKDQXVXDOGDPDJLQJYLOODJHVWKDWZHUHPRUHWKDQ\HDUVROG
7KHDIIHFWHGIDPLOLHVSHRSOHZDVGRXEOHWKHQXPEHULQ7KHUDLQDOVRWULJJHUHGDWUDJLFPXG
VOLGHLQHDUO\0D\DW$EL%DUDNLQ1RUWK(DVWHUQ$IJKDQLVWDQ7KHUHZHUHGHDWKVDQGKRXVHVGHVWUR\HGLQ
WKHIORRGLQJ2&+$DQGDQGUHVSHFWLYHO\LQWKHPXGVOLGH2&+$
 $UHDVVHVVHGRIWKHGDWDZDVFRPSOHWHGLQ-XO\$XJXVWDVWKHLQLWLDODVVHVVPHQWQXPEHUVZHUHEDVHGRQYDU\LQJ
DVVHVVPHQW IRUPV EXW WKH LQLWLDO QXPEHU RI FRPSOHWHO\ GHVWUR\HG KRXVHV ZDV  7KDW DVVHVVPHQW FUHDWHG D
&DWHJRU\$ &$7$ZKHUH WKH KRXVHZDV FRPSOHWHO\ GHVWUR\HG DQG WKHUHZDV DW OHDVW RQH RI WKH  VWLSXODWHG
YXOQHUDELOLW\FULWHULDQDPHO\(6	1),
x )HPDOHKHDGRIKRXVHKROG
x (OGHUO\KHDGRIKRXVHKROG
x 'LVDEOHGKHDGRIKRXVHKROG
x 9HU\ODUJHIDPLO\PHPEHUVRUPRUH
x 9HU\ORZLQFRPH
x &KLOGKHDGRIKRXVHKROG
x 2WKHUYXOQHUDELOLW\VSHFLI\
 7KDWUHDVVHVVPHQWVQDSVKRWWDNHQRQ$XJXVWVKRZHGWKDWWKH&$7$QXPEHUVZHUHIDPLOLHVWKDW
KRXVHVKDGEHHQFRQVWUXFWHGDQGWKDWWKHUHZDVIXQGLQJIRUDIXUWKHUKHQFHWKHUHZDVD*$3RI
IDPLOLHVRUKRXVHV6RZKDWFRXOGEHGRQH"
 (OHYHQGLIIHUHQWVWUDWHJLHVZHUHGHYLVHGWRERWKORZHUWKH*$3DQGDOVRLQFUHDVHWKHHIIHFWLYHQHVVRIWKH
 IXQGHG KRXVHV:KHQ DGGHG XS WKH*$3 FRXOG EH ORZHUHG IURP  WR ZKLOH WKH IXQGHG FRXOG EH
LQFUHDVHGE\KRXVHV+HQFHWKHLGHDO*$3ZRXOGEHDURXQGIDPLOLHVRUKRXVHV7KLVZDVVWLOOYHU\JULP
DQGKHQFHHVWLPDWHVZHUHPDGHDERXWWKHDGGLWLRQDOFDSDFLW\RIERWKWKHLPSOHPHQWLQJSDUWQHUVDQGDJHQFLHVDVZHOO
DVWKHSHUFHLYHGFDSDELOLW\RIWKHEXLOGLQJLQGXVWU\LQ1RUWKHUQ$IJKDQLVWDQ7KDWVXJJHVWHGWKHUHFRXOGEHDIXUWKHU
KRXVHVWKDWFRXOGEHFRQVWUXFWHGLIDGGLWLRQDOIXQGLQJZHUHDYDLODEOH+HQFHDVVXPLQJDQLGHDOUHVSRQVHDQG
FRVW VDYLQJ DQG WKH RSWLPXP DGGLWLRQDO IXQGLQJ VXJJHVWHG WKDW WKHUHZRXOG VWLOO UHPDLQ D*$3RI DURXQG 
IDPLOLHVRUSHRSOHZLWKQRKRXVHDQGRIWKHYXOQHUDELOLW\FULWHULDZDVKDUGO\VXVWDLQDEOHE\DQ\GHVLJQ
QRUSDODWDEOH WRDJHQFLHVVHHNLQJWRDVVLVW7KLVZDVDOODJDLQVWD WLPHOLQHRIGD\VIRU6HSWHPEHU2FWREHUDQG
1RYHPEHUZLWKZLQWHUVQRZVDQGVXE]HURWHPSHUDWXUHVH[SHFWHGWRVWDUWLQ'HFHPEHU
 7KH ILQDO RSWLRQ OHIW ZDV LI LW ZDV QRW SRVVLEOH WR SURYLGH VKHOWHU ZDV WR SURYLGH D &DVK IRU )XHO JUDQW
VXSSOHPHQWHGZLWKDIDPLO\NLWWKDWLQFOXGHGFORWKHVDQGEODQNHWV

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'LVFXVVLRQ
 )LUVWO\ LW ZDV QRWHZRUWK\ WKDW WKH 3($6$SSURDFK +DPGL  WKRXJK VLPSOH DSSHDUV WR JHW WR WKH SRLQW
TXLFNO\7KHEDVLFORJLFRIFRQQHFWLQJZKDWLV3URYLGHGWRZKDWLW(QDEOHVDQGWRKRZWKDWLV$GDSWHGDQGILQDOO\
6XVWDLQDELOLW\ZRUNVZHOO$QGVKRXOGFRXOGEHUHDGLO\XVHGDQGDGRSWHGLQWKHILHOG
 %XW WKHFDVHVWXGLHVXQGHUOLQH WKHGLIIHUHQFHDQGVLJQLILFDQFH WKDWD6E'DSSURDFKRYHUDVROHO\VXVWDLQDELOLW\
IUDPHZRUN6XFKIUDPHZRUNVZRXOGEHGHILFLHQWLQWKHDERYHFDVHVWXGLHV7KHILUVWLQ3RUWDX3ULQFHVKRZHGKRZ
FRQQHFWLQJWRWKHVRFLDOSDWWHUQVKDSSHQLQJERWKLQVLGHWKHKRXVHDQGLQVLGHWKHQHLJKERXUKRRGSURGXFHGDKRXVHRI
³YDOXH´ $QG WKDW YDOXH EH\RQG WKH DVVHW YDOXH RI WKH KRXVH ZRXOG PHDQ D VXVWDLQDEOH RXWFRPH 7KH VHFRQG
KLJKOLJKWV KRZ WKH 6E'XVLQJ D4R/ WRROZDV DEOH WR FRQILUP WKH VHOHFWLRQ RI D VXVWDLQDEOHPDWHULDO WKDW FRXOG
VXSSRUW IDPLO\ VKHOWHU IURP WKH HPHUJHQF\ SKDVH DQG EH\RQG $JDLQ WKLV ZRXOG QRW EH DFKLHYDEOH ZLWK WKH
FRQYHQWLRQDO IUDPHZRUN 7KH WKLUG FDVH VWXG\ KLJKOLJKWV KRZ FRRUGLQDWLRQ DQG D VWDQGDUG JDS DQDO\VLV DOORZHG
UHYLHZRIPXOWLSOHVWUDWHJLHVWRGHWHUPLQHDVXVWDLQDEOHRXWFRPH
 7KH WKUHHFDVH VWXGLHVXVHGGLIIHUHQW6E'DSSURDFKHV WKDW DOORZHG WKH³GRLQJRI VRPHWKLQJ WRGD\´7KH\DOVR
DOORZHG WKH FRQVLGHUDWLRQRI WKH KRZTXHVWLRQ DQGZHUH ³H[SODQDWRU\ DQGGHVFULSWLYH´ DERXW WKH SRWHQWLDO RI D
6E'DSSURDFKLQVKHOWHULQSRVWGLVDVWHUUHFRQVWUXFWLRQ7KHFDXVDOOLQNWR³VXSSRUWWRPRUURZ¶VJHQHUDWLRQ´FDQEH
VHQVHGEXWSUREDEO\RQO\WLPHZLOOWHOOWRZKDWH[WHQW
&RQFOXVLRQ
 6E'DSSURDFKHVVHHPWRDFKLHYHPRUHHIIHFWLYHVXVWDLQDEOHVKHOWHURXWFRPHV LQSRVWGLVDVWHU UHFRQVWUXFWLRQ ,W
DSSHDUVWREHFRPSOLFDWHGDQGFRPSOH[LQQDWXUHEXWFHUWDLQO\KROLVWLFDQGLQWHJUDWHG,WVHHPVWRUHTXLUHDQHOHYDWHG
HQJDJHPHQW ZLWK WKH DIIHFWHG FRPPXQLW\ DQG ZKLOH LW FDQ KDYH D WHFKQLFDO IRXQGDWLRQ DSSHDUV WR UHTXLUH D
SURIHVVLRQDOH[SHUWLVHWKDWLQFRUSRUDWHVDEURDGKXPDQSHUVSHFWLYHDQGXQGHUVWDQGLQJ
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